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Report of the Directors to the Shareholders 


TO THE SHAREHOLDERS OF VESTGRON MINES LIMITED: 


1974 was the first year of commercial production at the Black Angel Mine of Greenex 
A/S (Greenex), the Company’s wholly-owned Danish subsidiary. The output of concen- 
trates exceeded designed levels and this, together with strong metal prices and high 
demand, resulted in very satisfactory earnings. 


FINANCIAL 


Net earnings were $10,336,000 or $2.44 per share. Gross sales were $36,279,000 from 
the sale of 101,465 metric tons of zinc concentrate and 37,687 metric tons of lead 
concentrate. 


As the mine began commercial operation in the fourth quarter of 1973, there are no com- 
parative figures for that year. 


During the year Greenex borrowed and repaid a $7,600,000 working capital loan. 


Capital expenditures of $1,627,000 were made for improvements to the production plant, 
modifications to the concentrate storage area, additional housing facilities, an extension 
of the warehouse and, as shown on the map on page 5, the underground drive toward 
the Cover Zone. 


Operating costs were adversely affected by the escalating costs of supplies and labour; 
however, these increases were more than offset by improved metal prices. 


TRANSPORTATION AND SALES 


Concentrate shipments began in early July and by the time the last vessel left the site at 
the end of November 165,000 tons of zinc concentrate and 37,500 tons of lead concen- 
trate were shipped. 


Winter ice closes the port of Marmorilik late in the year, in consequence, concentrate 
inventories are stored there until the opening of the shipping season late in the second 
quarter. Shipments for sale are then made as rapidly as possible but late in the year 
shipments are put into inventory at European smelters for processing during the first 
half of the following year. 1975 will be the first year in which sales into revenue could 
match production. he 


Year end inventories of concentrates were 105,400 metric tons of zinc concentrate and 
7,900 metric tons of lead concentrate. Of this inventory, 27,000 tons of zinc and 7,500 
tons of lead concentrate were at Marmorilik. The balance of the zinc concentrate is 
awaiting treatment at European smelters. 


OPERATIONS 


The mining method consists of an open stoping panel system utilizing diesel powered 
trackless equipment as well as slushers and scrapers. The concentrator treated 575,000 
metric tons of ore which contained 18.3% zinc and 5.1% lead. Production was 168,000 
metric tons of zinc concentrate and 36,900 metric tons of lead concentrate. 


In April, a one year labour agreement was worked out with LO, the Danish labour organ- 
ization which acts for all Danish workers on the site. Negotiations are under way with 
GAS, which represents the Greenlandic workers. 


ORERESERVES 


Ore reserves in the Angel Zone were 3,442,000 metric tons averaging 15.7% zinc, 5.1% 
lead and 1.0 ounce per ton of silver, compared to 4,440,000 metric tons averaging 14.9% 
zinc, 5.0% lead and 1.0 oz. per ton of silver, reported in last year’s annual report. The 
ore reserves were recalculated at the year end on the basis of new information obtained 
from detailed development since start-up. The revised figures plus the year’s produc- 
tion give substantially the same metal content as last year’s results. A surface drilling 
program to the east of the present workings was completed and the development drift 
to the Cover Zone, which was started in September, is scheduled for completion in 1975. 
Reserves for these areas will be calculated on completion of this work. 


The Directors wish to express their appreciation for the effective efforts of the Greenex 
operators and staff who, with Cominco assistance, were responsible for a most satisfac- 
tory first year for the Company. 


Unlike most isolated northern operations in the rest of the world and certainly in Canada, 
where labour turnover and staffing are major problems, Greenex has been fortunate in 
hiring, training and keeping new employees at its Black Angel Mine. This can be at- 
tributed to the forward thinking of the Danish government in providing personal income 
tax free status for Danes working in Greenland. 


February 18, 1975 O. E. Owens, 
Vancouver, British Columbia President 
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VESTGRON MINES LIMITED 


and subsidiary company 


CONSOLIDATED STATEMENT OF EARNINGS AND EARNINGS 
REINVESTED IN THE BUSINESS 


Year ended December 31, 1974 
(thousands of dollars) 


Revenue 
Sales 


Interest income 


Costs and expenses 
Cost of product sold 
Distribution and selling 
General and administrative 
Exploration 
Long-term debt interest 
Other interest and exchange 


Depreciation and depletion 


NET EARNINGS (LOSS) FOR THE YEAR 


Deficit at beginning of year 


EARNINGS REINVESTED IN THE BUSINESS 
(DEFICIT) AT THE END OF YEAR 


Earnings (loss) per share 


1974 


$36,279 
163 
36,442 


8,415 
3,901 
1,166 

578 
6,353 

773 
4,920 


26,106 


10,336 


(949) 


$ 9,387 


$2.44 


VESTGRON MINES LIMITED 


and subsidiary company 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Year ended December 31, 1974 
(thousands of dollars) 


~ SOURCE OF FUNDS 


Operations 
Net earnings (loss) for the year 
Add: 
Depreciation and depletion 


Income debenture interest 
not currently payable 


Increase in unrealized gain on translation of 
foreign currency 


Increase in long-term debt 


Net proceeds on disposition of vessel 


APPLICATION OF FUNDS 
Buildings and equipment 
Mining properties and development 
Reduction of long-term debt 
Other 


INCREASE IN WORKING CAPITAL 


WORKING CAPITAL AT BEGINNING OF YEAR 


WORKING CAPITAL AT END OF YEAR 


1974 


$10,336 


4,040 


1,030 


15,406 


1,324 


16,730 


1,389 
238 
7,206 
(34) 
_8,799 


7,931 


8,232 


$16,163 


1973 


VESTGRON NI 


(Incorporated unde 
and subsid 


CONSOLIDATED BALANCE SH 


Year ended De 


(thousanc 
1974 1973 
CURRENT ASSETS 
Cash and short-term investments $ 4,923 $ 1,074 
Accounts receivable 5,829 1,012 
Inventories (note 2) 13,240 6,961 
Prepaid expenses 3,663 256 
21,005 9,303 
FIXED ASSETS 
Buildings and equipment 41,311 39,922 
Less accumulated depreciation 3,894 749 
SL417 Solis 
Mining properties and development 11,987 11,749 
Less accumulated depletion 1,116 221 
10,871 11,528 
48,288 50,701 
NON-CURRENT ACCOUNTS RECEIVABLE AND DEPOSITS == 34 
$75,943 $60,038 


Approved by the Board 


O. E. OWENS, Director 


J. H. SALTER, Director 


NES LIMITED 


e laws of Canada) 
company 


_ AS AT DECEMBER 31, 1974 


ber 31, 1974 
dollars) 


CURRENT LIABILITIES 
Accounts payable and accrued liabilities 
Due to affiliates 


Long-term debt due within one year 


LONG-TERM DEBT (note 3) 


UNREALIZED GAIN ON TRANSLATION 
OF FOREIGN CURRENCY 


SHAREHOLDERS’ EQUITY 
Share capital 


Authorized 

6,000,000 Common shares of no par value 
Issued and fully paid 

4,227,958 


Earnings reinvested in the business 
(Deficit) (note 4) 


1974 


$ 3,862 
424 
7,206 
11,492 


46,632 


1,324 


7,108 


9,387 
16,495 


$75,943 


1973 


7,108 


(949) 


Gulog 


$60,038 


VESTGRON MINES LIMITED 


and subsidiary company 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Year ended December 31, 1974 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


a) Basis of consolidation 


The consolidated financial statements of Vestgron Mines Limited include the 
accounts of its wholly-owned subsidiary, Greenex A/S, a company incorporated 
under the laws of Denmark. 


b) Translation of foreign currencies into Canadian dollars 


C) 


Current assets and current liabilities have been translated at year-end rates of 
exchange and all other assets and liabilities at historical rates. Revenue, costs 
and expenses are translated at the average rates prevailing during each period; 
depreciation and depletion are translated at historical rates. Differences resulting 
from the translation are reflected in the unrealized gain on translation of foreign 
Currency. 


Inventories 


Inventories of concentrates are valued at the lower of cost (determined on the 
monthly average method) and net realizable value. 


During the initial period of production of the Black Angel Mine from October 1 to 
December 31, 1973, administrative overhead of $131,000 and depletion and de- 
preciation of $880,000 were included in the cost of concentrate inventories. In 
1974 with the mine in full production, the Company has viewed administrative 
overhead and depletion and depreciation as period costs. The effect is that earn- 
ings for 1974 have been charged with full administrative overhead and depletion 
and depreciation for the year and also with $1,011,000 (representing a reduction 
in earnings for the year of $.24 per share) carried forward in concentrate inventory 
values at December 31, 1973. 


Inventories of stores and operating supplies are valued at cost less appropriate 
allowances for obsolescence. 
Depreciation and depletion 


Expenditures on fixed assets are being amortized on a straight-line basis over 
thirteen years which is related to the estimated life of ore reserves. Expenditures 
on general exploration are charged against earnings as incurred. 


Income taxes 


There has been no provision for withholding tax on the unremitted earnings of 
Greenex A/S. 


2. INVENTORIES ae pee Nets 
Concentrates; at lower of cost (thousands of dollars) 


and net realizable value $ 7,104 $ 3,905 
Stores and materials, at cost 
less allowance for obsolescence 6,136 3,056 
$13,240 $ 6,961 
3. LONG-TERM DEBT 1974 1973 
Vestgron Mines Limited (thousands of dollars) 


Cominco Ltd. (shareholder) (i) 
10% redeemable unsecured income 


debenture repayable December 31, 1987 $10,300 $10,300 
Accrued interest thereon from date of 
issue to December 31, 1974 1,574 544 
Greenex A/S 


Orion Banking Group (ii) 
Repayable in ten equal semi-annual instalments 
commencing June 30, 1975, $19,000,000 is 


payable in U.S. Funds at December 31, 1974 36,029 36,029 

The Royal Bank of Canada (ii) 
Repayable September 30, 1979 5,935 5,935 
53,838 52,808 
Less portion due within one year 7,206 =e 
$46,632 $52,808 


(i) Under the terms of the income debenture, interest 
accrues from the date of advancement of the 
funds and is payable on May 31 of each year but 
only to the extent that Vestgron Mines Limited 
has available net earnings (as defined) at 
December 31 of the preceding year. 

(ii) The long-term bank loans bear interest at 114% 
above the quoted rate in the London 
Euro-currency market for six month deposits. 


4. PAYMENT OF DIVIDENDS 
Under the terms of the 10% redeemable income debenture payable, dividends 
cannot be declared until the principal, together with accrued interest, is fully 
paid. . 


5. DIRECTORS’ AND OFFICERS’ REMUNERATION 
In 1974 total remuneration of $6,850 was paid to the seven directors. No re- 
muneration was paid to the seven officers as officers; two officers were also 
directors. 


6. COMPARATIVE FIGURES 
Certain of the 1973 comparative figures have been reclassified to conform with 
the 1974 presentation. 


Thorne Thorne Gunn & Co. 
- Riddell, Stead & Co. 
Riddell 


& Co. 
CHARTERED ACCOUNTANTS 


AUDITORS’ REPORT 


To the Shareholders of 
Vestgron Mines Limited 


We have examined the consolidated balance sheet of Vestgron Mines 
Limited and subsidiary company as at December 31, 1974 and the consoli- 
dated statements of earnings and earnings reinvested in the business and 
changes in financial position for the year then ended. Our examination in- 
cluded a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1974 and the re- 
sults of their operations and the changes in their financial position for the 
year then ended, in accordance with generally accepted accounting prin- 
ciples which, except for the change, with which we concur, in the method 
of costing inventories as referred to in note 1(c) to the financial statements, 
have been applied on a basis consistent with that of the preceding year. 


THORNE GUNN & CO. 


Chartered Accountants 


Vancouver, B.C. 
February 12, 1975 


